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requiring states to file business rate data unduly increase the administrative burdens on states 
associated with the rate review and expanded certification process? Is there any reason why the 
Commission should or should not concentrate solely on residential rates in assessing the state of 
rate comparability nationwide? 

1 11. We also seek comment on whether we should collect data related to rates in non- 
rural areas served by non-rural carriers?% While the rules we adopt today will result in the 
collection of some data regarding the rates in rural areas served by non-rural carriers, collecting 
non-rural rate data would provide the Commission with more complete data. To what extent 
would collecting rate information for non-rural areas in addition to rural areas provide the 
Commission with useful data to assess the reasonable comparability of rural and non-rural rates 
nationwide? To what extent would the collection of such data permit the Commission to assess 
the reason for high rural rates? For example, if a state’s rates in areas other than rural areas were 
also above the benchmark, would it indicate that an adjustment to the federal support mechanism 
was wananted? To what extent would collecting non-rural rate information aid the Commission 
in assessing whether states are fulfilling their obligations to promote the Act’s goals? To what 
extent would requiring states to file non-rural rate data unduly increase the administrative 
burdens on the states associated with the rate review process? 

112. With additional rate data, should states be required to file information annually 
related to their efforts to advance universal service by adopting explicit universal service 
mechanisms, such as the establishment of explicit state universal service funds? To what extent 
would such information aid the Commission in assessing the sources of any problems with rate 
comparability to determine whether additional actions are necessary at the federal level? If we 
conclude that such information should be collected, what specific information should each state 
be required to file? For example, should each state be required to file data related to the 
existence and size of any explicit universal service support mechanisms established in the state? 
Should states be required to identify implicit support flows in the rate structure, including 
implicit support flowing from business line rates to residential line rates, from geographically 
averaged rates, and from intrastate access charges? Commenters should identify any other 
information related to the establishment of explicit universal service policies that would assist 
the Commission in refining our comprehensive plan for supporting universal service in high-cost 
areas over time. 

B. Calling Scopes 

1 13. We seek comment on the role of calling scopes in the rate review process. The 
foregoing Order permits a state to consider the calling scopes available in rural areas served by 
non-rural carriers when reviewing whether rates in those areas are comparable to urban rates 
nati~nwide.’~~ Calling scopes are not included in the rate template, however, and states need not 
consider them if they choose to certify based on the safe harbor. To what extent should states be 

394 In this section, non-rural areas are those areas that are not ‘’rural’’ as defined in the foregoing Order. See supra 
paras. 83-84. 

395 See supra paras 87 and 90. 

67 



Federal Communications Commission FCC 03-249 

encouraged to consider the calling scopes available in rural areas served by non-rural carriers in 
assessing rate comparability? Should the Commission incorporate calling scopes into the safe 
harbor? If so, how would the Commission do so? To what extent would consideration of calling 
scopes increase the burdens associated with the rate review process? Commenters should 
describe in detail any proposed methodologies for normalizing the impact of calling scopes on 
rates. Alternatively, should the Commission provide states with additional guidance as to how 
calling scopes may be factored into their rate comparability analyses, if states decide that this is 
appropriate? What data would be usefid for analyzing the calling scopes available in rural and 
urban areas? 

C. Procedures for Filing and Processing Any State Requests for Further Federal 
Action 

114. Consistent with the Joint Board's recommendation, we recognize that the 
procedures for filing and reviewing state requests for further federal action should be as specific 
and predictable as possible, while also providing the necessary flexibility for each state to 
demonstrate the unique circumstances involved in its request.'" We also note that the Joint 
Board did not recommend a specific method for calculating any additional targeted federal 
support, if necessary, and the present record does not provide an adequate basis for us to 
determine an appropriate method?97 Accordingly, we seek comment below on several 
interrelated issues. First, we seek comment on the timing of state requests for further federal 
action. Second, we seek comment on the showing that a state should be required to make in 
order to demonstrate a need for further federal action. Third, we seek comment on the types of 
further federal action that may be provided to requesting states if the Commission determines 
that further federal action is necessary in a particular instance, including possible methods of 
calculating any additional targeted federal support. 

1. Timing of Requests for Further Federal Action 

115. The Joint Board recommended that the Commission develop exact procedures to 
be used in the filing and processing of requests for further federal action. We propose that a state 
should be permitted to make a request for further federal action only concurrently with the filing 
of its expanded certificatioii regarding the comparability of its niial rates in are-= served by non- 
rural carriers.398 We anticipate that any state request for further federal action will arise from the 
state rate review process and the expanded certification, and any state requests for further federal 
action are likely to rely on the same data. Therefore, we believe that requiring the filing of any 
state requests at the time of the expanded certification will promote administrative simplicity. 

396 See supro para. 93; Recommended Decision, 17 FCC Rcd at 20736-37,40, paras. 50,56. 

397 RecommendedDecrsion, 17 FCC Rcd at 20736-37, para. 50. Several commenten raise questions in the record 
regarding the specific details of requests for further federal action, such as the conditions upon which further 
federal action would be provided and the means of calculating any additional targeted federal support. 

398 See supro pan IV.D.2.d Such certifications will be filed according to the schedule set forth in section 
54.3 13(d) ofthe Commission's rules 
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We seek comment on this proposal. 

11 6. We also seek comment on how frequently a state should be required to seek 
further federal action if the state’s request is granted the first time. Should a state be required to 
seek further federal action every year? Should further federal action be provided for a specified 
period of years? If so, should that period be dependent on the specific circumstances of a 
particular request? 

2. Required Showings 

117. We seek comment on the showings that a state should be required to make in 
support of a request for further federal action, in the interest of making the process as specific 
and predictable as possible. The Joint Board’s Recommended Decision suggests that two 
showings should be required: (1) a demonstration that rural rates in non-rural carrier service 
areas in the state are not reasonably comparable to urban rates nationwide, including an analysis 
of the rates in the basic service template and other relevant factors; and (2) a demonstration that 
the state has taken all reasonable actions to achieve reasonable comparability of its rural rates to 
urban rates nationwide, including an explanation of how the requesting state has used any federal 
support currently received to achieve comparable rates and whether it has implemented a state 
universal service fund?99 We propose that these showings should be required in support of a 
state’s request for further federal action. We further propose that each state should bear the 
responsibility of fully explaining the basis for each element of its showing. As discussed in the 
foregoing Order, each state has rate-setting jurisdiction and primary responsibility for ensuring 
rate comparability within its border and, therefore, is in the best position to explain any problems 
it may have in achieving rate comparability and the actions it has taken to address those 
problems!w In addition to these showings, are there any additional types of showings that a state 
should be required to make in support of a request for further federal action? Should different 
showings be required for different types of further federal action (e.g., Commission action to 
address calling areas or quality of service where the state lacks jurisdiction)? 

11 8. We also seek comment on what a state should be required to show to satisfy the 
first element of the Joint Board’s recommended test, a demonstration that rural rates within the 
state are not reasona6ljiicomparabk to ur6h rates nationwide. In making the required shoEng, 

359 See infro para. 1 19. Specifically, the Joint Board recommended that a state requesting further federal action be 
required to show that it has already taken all actions reasonably possible and used all available state and federal 
resources to make basic service rates in rural areas served by non-rural carrim reasonably comparable, but that 
rural rates are nonetheless not reasonably comparable to urban rates nationwide. RecommendedDecuion, 17 FCC 
Rcd at 20736-37, para. 50. Factors to be addressed, pursuant to the Joint Board’s recommendation, include, but are 
not limited to, ‘ h t e  analysis and a demonstration why the state contends that rates are not reasonably comparable, 
any other factors that should be considered in evaluating rates; and a demonsbation that the state has taken all 
reasonably possible steps to develop maximum support from within the state.” Id at 20740, para. 56. The Joint 
Board also recommended that the state should fully explain how it has used any federal support currently received 
to help achieve comparable rates and whether the state has implemented a state universal service fund to support 
rates in high-cost areas of the state. Id. 

See supra paras 21-22,76,95. 
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to what extent should a state be permitted to rely on the presumption created by the nationwide 
urban rate benchmark? Should the Commission consider residential and business rates or only 
residential rates? What weight, relative to the presumption created by the rate benchmark, 
should the Commission accord additional non-rate factors that the state contends are relevant in 
determining whether rural rates in a state are reasonably comparable to urban rates nationwide? 

119. Consistent with the Joint Board’s recommendation, we also seek comment on 
what state actions should be considered reasonable and, therefore, necessary to support a request 
for further federal action for purposes of the second element of the Joint Board’s recommended 
showing. In particular, we seek comment on the extent to which states must reform their 
universal service support mechanisms in order to be able to demonstrate that they have taken all 
reasonably possible actions to achieve rate comparability. In this regard, we note that the Act 
strongly favors explicit support mechanisms, which are less vulnerable to erosion in competitive 
markets than implicit support mechanisms. 401 Although states are not required to adopt explicit 
mechanisms to support universal service, we propose that a state that has not done so cannot be 
deemed to have taken all reasonably possible steps to support rate comparability within the state, 
the requirement recommended by the Joint Board. We seek comment on this proposal. 

120. We further propose that, in order to enable the Commission to determine whether 
a state has made its universal service mechanisms explicit, a state requesting further federal 
action should be required to explain the extent to which it has made its universal service 
mechanisms explicit, and file supporting data, including rate data for residential and business 
lines in rural and urban areas served by non-rural carriers. We seek comment on these proposals. 
We also seek comment on the extent of reform that should be required for further federal action. 
Some commenters argue that it is necessary for states to rebalance their residential and business 
rates in order to eliminate implicit support flows!’* For example, Wyoming has rebalanced its 
residential and business rates, while other states have not rebalanced rates. As a result, 
Wyoming’s residential rates presumably will be higher than a state with comparable resources 
that has chosen to maintain implicit support flows through higher business rates. Should the 
rebalancing of residential and business rates be required in support of a request for further 
federal action? 

3. Types of Further Federal Action 

121. We seek comment on the types of further federal action that should be available to 
a requesting state if the Commission determines that further federal action is appropriate. The 
Joint Board recommended that further federal action could include additional targeted federal 
support, as well Commission action to address scope of local calling areas or quality of service 
where the state commission lacked the authority to do ~0.4’~ Are there any other types of further 
federal action that the Commission should consider in addition to the Joint Board’s 

401 See supra para. 16 and note 35 

‘02 Qwest Comments at I, SBC Comments at 22; Wyoming Comments at 8. 

403 RecommendedDecrsion, 17 FCC Rcd at 20736-37, para. 50. 
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recommendations? Should the Commission specify in advance all possible forms of further 
federal action, or, in light of the Joint Board’s recommendation that the Commission provide 
maximum flexibility for states, should the Commission retain the ability to develop additional 
types of further federal action in response to the specific circumstances underlying a particular 
state’s request?a Are there any reasons that the Commission should not consider making 
certain types of federal action available on request? 

122. We propose that any additional targeted federal support should equal a set 
percentage of estimated forward-looking wire-center costs in excess of two standard deviations 
above the average cost per line!” We believe that a method for calculating any additional 
targeted federal support based on forward-looking wire-center cost estimates would be specific 
and predictable, and provide consistency with the non-rural support mechanism, which also uses 
model cost estimates to calculate and target support.4o6 We also believe that such a method 
would provide a fair and equitable means of determining any additional targeted federal support 
and avoid inappropriate incentives that might be created if we were to base any additional 
targeted federal support on rate levels in a particular area!” Furthermore, a forward-looking 
cost estimate-based method would permit any additional support to be targeted specifically to 
high-cost wire-centers, consistent with the Joint Board’s recommendation!” We seek comments 
on this proposal. Is there another proposed method that, based on some measure other than 
forward-looking cost estimates, would provide a more appropriate basis for calculating any 
additional targeted federal support? If so, a commenter should describe the method with 
specificity and provide any relevant supporting data. If any commenters contend that a rate-based 
method would be more appropriate, they should support their contentions with a detailed 
explanation of how rate-based support would be calculated under their proposal and any relevant 
supporting data. 

123. To determine any additional targeted federal support based on forward-looking 
cost estimates, we propose that any additional federal support should be provided to wire centers 
in qualifying states with costs per line exceeding a benchmark of two standard deviations from 

404 Id at 20740, para. 56; see also Wisconsin Comments at 2-4 

‘05 The Joint Board did not specify any particular method of calculating any additional targeted support. 

Although non-rural support is determined based on statewide averages, the forward-looking cost model 406 

eshmates costs at the wue-center level-which are then aggregated to determine the statewide average cost 
estimate-and targets non-rural support to individual wire centers. See supra para. 24. 

Using rates to calculate any additional targeted federal support would require the Commission to attempt to 407 

normallze the rates in different states in order to compare them California Comments at 13-14; New York 
Comments at 3; AT&T Reply at 9 No specific method for normalizing rates has been suggested in the record. 

408 See RecomrnendedDecision, 17 FCC Rcd at 20736-37, paras. 50 & n.125. The Joint Board recommended 
that any additional targeted federal support be targeted and suggested that a wire-center basis would be an 
appropriate method of identifying high-cost areas. Id. 
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the average cost per line among all non-rural carrier wire centers 
forward-looking high-cost model results, a wire center with per-line costs that are two standard 
deviations above the average wire center would have an average cost per h e  of $40.85, or 189 
percent of the nationwide average cost per line!” Wire centers with costs per line exceeding the 
proposed nationwide average cost per loop would be very high cost wire centers in which it is 
likely to be more difficult to achieve rate comparability, despite otherwise sufficient state 
resources and federal support. Because most states have wire centers that exceed two standard 
deviations from the national average wire center cost per line, we believe that this benchmark 
would provide an effective means of calculating any additional targeted federal support for any 
qualifying state in a specific, predictable and consistent manner.4ii We seek comment on this 
proposed method for calculating additional targeted federal support. Is two standard deviations 
an appropriate threshold for this purpose? 

Based on recent 

124. We also propose that any additional targeted federal support for eligible Wire 
centers in qualifying states should be calculated as a set percentage of costs in excess of the 
benchmark!’* For example, if the Commission were to set the percentage at 5 percent of costs in 
excess of two standard deviations above the average and Wyoming were to qualify for additional 
targeted federal support, it would be eligible for approximately $546,000. If the Commission 
were to set the percentage at 25 percent of costs in excess of two standard deviations above the 
average and Wyoming were to qualify, it would be eligible for approximately $2,731,000 in 
additional targeted federal support!” 

125. We believe that this proposal is consistent with the current and past 
methodologies for determining high-cost support for non-rural carriers and would provide 
meaningful support to assist states in resolving any rate comparability issues that combined 
federal and state action have failed to resolve. Under the non-rural support mechanism, anon- 
rural carrier in a state with an average cost per loop for areas served by non-rural carriers that 
exceeds the cost benchmark of two standard deviations above the average is eligible for support 
for 76 percent of its costs in excess of the benchmark.4i4 This percentage represents an estimate 

409 The non-rural support mechanism, as amended in the foregoing Order, calculates support by comparing the 
statewide average cost per line, as estimated by the Commission’s cost model, to a nationwide ~ benchmark ... . of two 
standard deviations above the average costper line. 

These results are based a run of the Delphi version of the model, Federal-Store Jomf Bwrd on Unwersul 410 

Service, CC Docket No. 96-45, Order, 18 FCC Rcd 41 (2003), recons. p e d m g ,  using 2001 year-end line count 
data The nationwide average cost per l i e  in this model run is $21.67. Two standard deviations above the 
average wire center cost per line is higher in percentage terms than two standard deviations above the average 
statewide cost per line because wue center costs are dispersed differently than the statewide costs on which non- 
rural support is based. 

‘Ii  

4’2 In Appendix G, we set forth, for exemplary purposes, the amount of support that each state would receive, if 
eligible, at various percentages between 5 and 25 percent. 

4’3  See Appendix G. 

We note that 48 states plus Puerto Rico have such high-cost wire centers. 

See supra note 180 and accompanying text. 
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of the costs above the benchmark that are assigned to the intrastate jurisdiction. Because any 
additional targeted federal support would supplement the non-rural support mechanism in order 
to address exceptional problems, we do not believe that it would be necessary that such support 
be provided for the same percentage of costs in excess of the benchmark as covered by the non- 
m a l  support mechanism!1s We seek comment on what percentage of costs in excess of the 
benchmark should be supported for purposes of additional targeted federal support. Is there 
another proposed method of calculating any additional targeted federal support based on 
forward-looking cost estimates that would better address the purpose for which the support 
would be intended? 

D. Additional Inducements for State Action 

126. Finally, we seek comment on whether we should make additional targeted federal 
support available for high-cost wire centers in states that implement explicit universal service 
mechanisms. The purpose of this proposal is to create a positive incentive for states to reform 
their implicit universal service mechanisms. Under this proposal, as discussed below, any 
additional targeted federal support would be determined using a methodology similar to that 
proposed above in connection with state requests for further federal action. Unlike state requests 
for further federal action, states would not be required to demonstrate that combined state and 
federal efforts had failed to achieve rate comparability. 

127. As discussed above, section 254 states a clear preference for explicit, rather than 
implicit, support, but the 1996 Act does not require states to adopt explicit universal service 
support mechanisms!’6 In the foregoing Order, therefore, we decline to adopt measures to 
require or induce all states to immediately remove implicit subsidies from intrastate rates through 
substantial increases in federal support. Nevertheless, we agree with commenters that states 
should be encouraged to replace implicit support with explicit support mechanisms that will be 
sustainable in a competitive environment?” To what extent should the Commission encourage 
states to replace their implicit universal service support mechanisms with explicit mechanisms? 
We seek comment on whether the Commission has an interest, other than the aspirational 
provisions of the Act, in states’ decisions to adopt explicit mechanisms or to rely on implicit 
support flows. How do state universal service mechanisms, explicit and implicit, interact with 
the federal universal se&e support mechanisms? We note that some states have made progress 
in making explicit their universal service support mechanisms?’* Can we expect states to adopt, 
in advance of or concurrently with the local development of competition, reforms that will 
reduce the vulnerability of the states’ universal service mechanisms to competition? If states 

See supra para. 95 415 

4L6 See Seventh Report and Order, 14 FCC Rcd at 8102, para. 45, see also supra para. 22. As discussed above, 
many states have adopted explicit universal service support mechanisms since passage of the 19% Acf but most 
states continue to provide at least some implicit support to residential customers through their rate designs. See 
supra note 55 and accompanying text. 

41’See e g ,  CUSC Comments at 12; SBC Comments at 4-7, 18-26; Qwest Comments at 7-10. 

See, e g , Wyoming Comments at 2-3. 418 
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have not yet taken action to adopt explicit universal service mechanisms, can we assume that 
they will do so? 

128. We seek comment on whether providing additional targeted federal support to 
states that replace implicit universal service mechanisms with explicit universal service 
mechanisms would be an appropriate means of inducing reforms of state universal service 
support mechanisms. The availability of additional targeted federal support would provide each 
state with a direct incentive to make its universal service support mechanisms explicit, rather 
than implicit. This method of inducement would pose less risk to our universal service goals 
than conditioning receipt of existing non-rural high-cost support on state action. Moreover, 
providing states that implement universal service refonns with additional targeted federal 
support might mitigate possible transitional issues associated with the replacement of implicit 
support with explicit support and encourage states to adopt a long-term approach to universal 
service. To what extent are there transitional issues associated with moving from implicit 
support mechanisms to explicit support mechanisms? If such transitional issues are a significant 
deterrent to state adoption of universal service reforms, should any additional targeted federal 
support be limited for the period of time during which the transition takes place? If commenters 
contend that another fonn of inducement would be better suited for achieving the Commission’s 
goals, the commenters should provide a detailed explanation of their inducement. 

129. We further propose that any additional targeted federal support that is provided to 
induce states to adopt explicit universal service mechanisms should be based on forward-looking 
wire-center cost estimates. Basing any additional targeted federal support on forward-looking 
cost estimates will make such support specific and predictable, consistent with the Act, and 
would target the support to high-cost areas, which may ease a state’s implementation of explicit 
universal service mechanisms. Similar to the additional targeted federal support proposed above 
with respect to state requests for further federal action to achieve rate comparability, we propose 
that any additional targeted federal support provided for inducement purposes should be 
calculated based on a percentage of forward-looking costs in excess of a particular threshold for 
high-cost wire ~enters.4’~ 

130. Specifically, we propose that, ifKstate meets the necessary condi&s.it should 
receive additional targeted federal support equal to a specific percentage of costs in excess of 
two standard deviations above the average cost wire center. We seek comment on this proposed 
method of calculating additional targeted federal support for inducement purposes. We 
specifically seek comment on the appropriate percentage of costs in excess of the threshold that 
we should support with additional targeted federal support. We note that 48 states and Puerto 
Rico would have at least one wire center with costs per loop above the benchmark of the average 
cost per loop plus two standard deviations.420 We estimate that if the support amount were set at 

See supra paras. 123-124. We do not believe that there is any reason to assume that the same amounts of 419 

additional targeted federal support should be provided as further federal action to achieve rate comparability, 
discussed above, and to lnduce state action to adopt explicit support mechanisms. 

‘’O New Jersey, Rhode Island and the District of Columbia do not have any high-cost wire centers with per loop 
costs exceeding this benchmark. See Appendix G. In contrast, Qwest’s proposal would provide federal non-nual 
support to between 47 and 49 states See Qwest Comments at 5 Qwest’s preferred proposal would provide “Tier 
(continued ....) 
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10 percent of costs exceeding the proposed high-cost wire center benchmark, the 48 states and 
Puerto Rico would be eligible to receive a total of approximately $1 16 million if they met the 
conditions for additional targeted federal support, in addition to the support provided under the 
rules we adopt today!*’ 

13 1. Would the proposed methodology provide significant inducement to each state to 
reform its universal service mechanisms? Would the benefits of inducing state action to reform 
state universal service mechanisms outweigh the cost of the additional contributions to the 
universal service fund that this additional targeted federal support could entail? Commenters 
should address how this proposal relates to the Act’s requirement that universal service should be 
suffjcient to achieve the Act’s goals and, specifically, that sufficiency requires that support 
should not exceed the amount necessary to achieve the Act’s goals.’22 

132. We also seek comment on what showings a state should be required to make in 
order to receive any additional targeted federal support, if such an inducement mechanism were 
adopted. Above, we seek comment on what showings a state must make in support of a request 
for further federal action, in addition to showing the failure to achieve rate comparability. To 
what extent should the showings that a state is required to make in order to receive additional 
targeted federal support for inducement purposes differ from the showings the state should be 
required to make in order to demonstrate that it has taken all reasonably possible actions to 
achieve rate comparability? Should a state be required to show that it has established an explicit 
support mechanism of a particular size relative to the number of lines in the state or some other 
measure? Should a state be required to demonstrate that it has rebalanced its residential and 
business rates? Should a state be required to demonstrate that it has eliminated geographic rate 
averaging through implicit support flows? Are there any specific actions reasonably calculated 
to eliminate or reduce implicit support in intrastate rates that a state should be required to show? 

VI. ORDER ON RECONSIDERATION 

133. In this Order on Reconsideration, we address requests to reconsider portions of 
the Ninth Report and Order filed by AT&T Cop. (AT&T), the Puerto Rico Telephone 
Company, Inc. (Puerto Rico Tel. Co.), SBC Communications Inc. (SBC), Personal 
Communications Indu&y Association (PCIA), and theTyoming Public Service Commission 

(Continued from previous page) 
I ”  support based on wire center costs and “Tier 2” support based on statewide average costs, after takmg into 
account Tier 1 support. See Qwest Joint Board Comments at 12-20 (filed April 10,2002). If the Commission 
conhnues basing support on statewide average costs, Qwest argues that it must lower the benchmark to include 
more states. See Qwest Comments at 10-16. 

42’ We note that about half the states have established explicit support mechanisms, but most still rely to some 
extent on geographic rate averagmg, unbalanced resldential and busmess rates, or other implicit support 
mechanisms. The amounts of additional targeted federal support potentially available to each state, if it quahfed. 
at several points between 5 and 25 percent of costs over the proposed benchmark are set forth in Appendix G 

422 See supra para 37. 
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(Wyoming Commi~sion).’~’ 

A. AT&T Petition 

1. Background 

134. In its petition, AT&T requests reconsideration of the rule governing calculation of 
non-rural high-cost support for a competitive eligible telecommunications carrier (CETC) 
providing service though unbundled network elements (UNEs)!” AT&T also requests that the 
Commission target non-rural high-cost support based on UNE zones, rather than targeting 
support to high-cost wire centers.425 Finally, AT&T requests that the Commission clarify that 
states, to comply with section 254(e) certification requirements, must direct carriers to spend 
non-rural high-cost support within the group of wire centers to which the support is targeted!26 

2. Discussion 

135. We deny AT&T’s request for reconsideration of the rule governing calculation of 
non-rural high-cost support for a CETC providing service through UNEs. Section 54.307 of the 
Commission’s rules provides that a CETC using U N E s  to provide supported services will receive 
a level of universal service support not to exceed the price of the UNEs to which it purchases 
access.427 AT&T contends that there is no basis for maintaining this limitation of universal 
service support because the Commission adopted it as an interim measure pending 
implementation of a forward-looking support mechanism.d2’ Although the Commission 
emphasized in the First Report and Order that a forward-looking, more precisely-targeted 
support methodology should alleviate concerns that providing high-cost support to CETCs using 
UNEs would create uneconomic 
limitation as an interim mea~ure!’~ AT&T’s broader underlying argument that a CETC “should 
get thefu[l measure of high-cost support that the incumbent had received for the line, regardless 

the Commission did not adopt the challenged 

AT&T Petition (January 3,2000), her to  Rico Tel. Co. Petition (January 3,2000), SBC Petition (January 3, 423 

2000), PCIA Petition (January 3,2000) and Wyoming Commission Petition (January 3,2000). 

424 AT&T Petition at 1-5, See N~nth Report and Order, 14 FCC Rcd at 20480, para. 91. 

425 AT&T Petition at 5-6 

~ - 

426 AT&T Petition at 7. 

421 47 C.F.R 54 307; see also Fzrst Report and Order, 12 FCC Rcd at 8873, para. 174 

428 AT&T Petition at 2-3 

429 First Report and Order, 12 FCC Rcd at 8872-73, para 173. 

430 First Report and Order, 12 FCC Rcd at 8933, para. 288, n.746 (“When the support is based on the fomard- 
looking costs of serving lines in a particular geographic area, the carrier that serves the line, either the ILEC or the 
CLEC, will receive the support for that line, sharing only if the CLEC takes the loop as an unbundled network 
element at a rate less than the universal service support for that line.”). 
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of whether the entrant is using entirely its own facilities or providing service via UNES’“~’ is 
within the scope of the separate proceeding to comprehensively reexamine the Commission’s 
rules governing portability of high-cost support, which is currently before the Joint Board.“’ We 
therefore decline to address that argument here, and emphasize that our denial of ATBrT’s 
petition for reconsideration here does not in any way prejudge what action we ultimately may 
take in the portability proceeding. 

136. We also deny AT&T’s request that the Commission require support to be targeted 
based on UNE zones and distributed on a uniform per-line basis within each zone. The 
Commission’s rules target non-rural high-cost support to wire centers, but pennit states to file 
waiver petitions to target support to other areas, such as UNE zones.433 The Commission 
determined that a wire-center targeting approach best suits the non-rural high-cost support 

that support and the underlying costs of the elements used to provide service are more closely 
aligned.’*3s In achieving the different goals of deaveraging non-rural high-cost support and 
UNEs, however, we need not adopt identical appro ache^."'^ Moreover, the Commission fully 
explained why it decided to target non-rural high-cost support to wire centers in the Ninth Report 
and Or~fer.4~’ AT&T has presented no new arguments on reconsideration that persuade us to 
reconsider at this time the Commission’s prior decision to target non-rural hightost support on a 
wire-center basis. 

AT&T contends that states should be required to target support to UNE zones “so 

137. Finally, we deny AT&T’s request that the Commission clarify that non-rural high- 
cost support must be used in wire centers to which it is targeted. Under the Commission’s rules, 
states must certify that high-cost support flowing to non-rural carriers within their territories will 
be used in a manner consistent with section 254(e) of the AT&T asks the Commission to 

431 AT&T Petition at 4. 

432 See Federal-State Joint Board on UnwersalService, CC Docket No. 96-45, Order, 17 FCC Red 22642 (2002) 
(Refmral Order); FederalState Joinl Board on Universal Service Seeks Comment on Certain af the Commission ‘s 
Rules Relating to High-Cost Unnwsal Service Suppart and the ETC Designation Process, CC Docket No. 96-45, 
Public Notice, 18 FCC Rcd 1941 (2003) (Referral Order Public Notice). 

433 47 C.F.R. 5 54.309(b) and (c); see Ninth Report and Order, 14 FCC Rcd at 20473, para. 76. 

434 Ninth Report and Order, 14 FCC Rcd at 20471-72, para 72 (“The cost model, by design, calculates costs at 
the wire center level. The wire center costs generated by the model can then be averaged together, as desired; at 
higher levels of aggregation, such as the UNE cost zone level.”). 

43s A T ~ T  Petition at 5 .  

... 

436 See Access Charge Reform, Price Cap Perfomance Review for Local &change Carriers, CC Docket Nos. 
96-262 and 94-1, Sixth Report and Order, Low-Volume Long-Distance Users, CC Docket No. 99-249, Report and 
Order, Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Eleventh Report and Order, 15 FCC 
Rcd 12962, 13054, para. 21 1 11.484 (holding that interstate access support and non-rural highsost support need not 
be mgeted on same basis in light of different goals of mechanisms). 

43’ Ninth Report and Order, 14 FCC at 20472-73, para. 75. 

438 47C.F.R 5 54.313. 
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clarify that, in order to comply with this requirement, states must direct non-rural carriers to use 
support only within the wire centers to which it is targeted. Because non-rural high-cost support 
is intended to enable reasonably comparable intrastate rates, and states have primary jurisdiction 
over those rates, the Commission determined that states should decide how support will be used 
to advance the goals of section 254(e).439 We conclude that the requested clarification is 
inconsistent with the Commission’s stated intention in the Ninrh Report and Order.Mo To the 
extent this argument overlaps with arguments raised in the pending Joint Board proceeding on 
portability of support, we emphasize that our decision here does not prejudge how we ultimately 
may resolve issues raised in the portability proceeding. 

B. Puerto Rico Tel. Co. Petition 

1. Background 

138. In its petition, Puerto Rico Tel. Co. challenges the sufficiency of the non-rural 
high-cost support methodology implemented in the Ninrh Reporr und Order.441 Puerto Rico Tel. 
Co. maintains that its loss of intrastate high-cost support since the phasedown of interim hold- 
harmless support began in 2001 increases the challenges it faces in serving an insular area with 
high costs and low income levels.“2 Puerto Rico Tel. Co. points to Puerto Rico’s low 
subscribership levels as evidence that the Commission should act to restore the intrastate support 
it has lost since the phasedown began. Specifically, Puerto Rico Tel. Co. requests that the 
Commission treat it as a “rural” carrier rather than as a “non-rural” carrier for purposes of 

‘’’ Ninrh Report andOrder.14 FCC Rcd at 20482-83, para. 95. 

Ninth Report and Order, 14 FCC Rcd at 20476-77, para 83 (“states can direct carriers to spend the federal 
support in a manner consistent with section 254(e), though not necessarily in the wire center to which the support 
was targeted.”)(italics added); id at 20482-83, para. 95 (‘‘Because the support that will be provided by the 
methodology described in this Order is intended to enable the reasonable comparability of intrastate rates, and 
states have primary junsdiction over inhmtate rates, we fmd that it is most appropriate for states to determine how 

440 

the support is used to a d v a n c a e  goahset out in section 254(e)”). - 

Puerto Rico Tel. Co. Petition at 2-3. 441 

442 Punt0 Rico Tel. Co. does not qualify for non-rural high-cost support under the methodology adopted in the 
Ninth Report and Order Before the transition to forward-looking support for non-rural carriers, Puerto RICO Tel. 
Co received over $40 million annually in intrastate high-cost support based on its embedded costs. See supra n. 
71 and accompanying text. The Commission included in the Nrnth Report and Order an interim hold-harmless 
provision that provided a gradual transition to the non-rural high-cost support mechanism. Under the hold- 
harmless provision, no carrier was to receive less support on a per-line basis than it would have received under the 
previous mechanism based on embedded costs. Ninth Report and Order, 17 FCC Rcd at 20474, para. 78. In the 
Thirteenth Report and Order, the Commission implemented a phasedown of the hold-harmless provision See 
Federal-State Joint Bwrd on Unwersal Service, CC Docket 96-45, Thirteenth Report and Order and Further 
Notice of Proposed Rulemaking, 15 FCC Rcd 24422 (2000) (Thirteenth Report and Order) We note that Puerto 
Rico Tel Co. continues to receive almost $90 million annually in interstate support. See Federal Universal 
Service Support Mechanisms Fund Size Projections and Contribution Base for the Fourth Quarter 2002, Appendix 
HC 17 (Universal Service Administrative Company, August 1,2003) 
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intrastate high-cost support because it serves an insular area.”3 In the alternative, Puerto Rico 
Tel. Co. requests that the Commission revise the non-rural high-cost support mechanism so that 
support is both calculated and targeted on a wire-center basis with a cost benchmark adjusted 
according to the statewide subscribership rate.4u 

2. Discussion 

139. We reject Puerto Rico Tel. Co.’s request for reconsideration of the non-rural high- 
cost support methodology adopted in the Ninth Report and Order. For the reasons discussed 
above, we find that the methodology reflects the appropriate division of federal and state 
responsibility for ensuring reasonable comparability of local rates in urban and rural areas served 
by non-rural carriers.”’ The Commission previously rejected Puerto Rico Tel. Co.’s argument 
that it should be treated as a rural carrier for purposes of intrastate high-cost support because it 
serves an insular area. The Commission explained that large telephone companies such as 
Puerto Rico Tel. Co. “should possess economies of scale and scope to deal efficiently with the 
cost of providing service in their areas, and thus, the level of that support will be determined 
through a forward-looking mechani~m.”~~ Puerto Rico Tel. Co. has not justified reconsideration 
of the Commission’s prior decisions. In particular, Puerto Rico Tel. Co. has offered no evidence 
that the decline in its intrastate high-cost support has caused rate shock or rate comparability 
problems.”’ We note that we do not address here Puerto Rico Tel. Co.3 request in an exparre 
letter, filed on June 6,2003, that the Commission create a separate category of “non-rural 
insular” carriers for purposes of intrastate high-cost support.“’ 

443 Puerto Rico Tel. Co. Petition at 14-15. See also Puerto RIco Tel. Co. Petition for Reconsideration, CC Docket 
No. 96-45 (filed July 17, 1997); Proposal of Puerto Rico Telephone Company, CC Docket Nos. 96-45 and 97-160 
(filed April 27, 1998). 

M4 Puerto Rico Tel. Co. Petition at 8-1 I. Puerto RICO Tel. Co also requests that the Commission clarify that 
Long Term Support (LTS) was not affeaed by the Ninth Report and Order and will continue to be distributed as it 
has been in the past. We need not address this issue here as the Commission subsequently addressed the status of 
LTS in the Thirteenth Report and Order and the MAG Order. See Thirteenth Report and Order, 15 FCC Rcd at 
24426, para. 9, MAG Order, 16 FCC Rcd at 19724-26, paras. 212-276. 

“’ see supra part IV.A. 

“‘ First Report and Order, 12 FCC Rcd at 8946, para. 3 15. The First Report and Order noted that Puerto Rim 
Tel. Co was the twelfth largest company, as measured by access lines, in the United States at the time. Id at 
11.791. Puerto Rico Tel. Co. is now a Venzon subsidiary as a result of Puerto Rico Tel. Co ’S acquisition by GTE 
and the subsequent Bell Atlantic-GTE merger to form Verwon. 

”’ In 2000, the Commission rejected Puerto Rico Tel. Co.’s arguments that phasing down hold-harmless support 
woutd lead to rate shock in Puerto Rico, noting that the Puerto RIco Commission actually supported the 
phasedown Thirteenth Report and Order, 15 FCC Rcd at 24428-29, para 13 & 11.47. 

- ~ . .. __ - ~ 

Letter to Marlene H Dortch, Secretary, Federal Communications Commission, from Gregory J. Vogt, 
Counsel for Puerto Rico Telephone Company, Inc., CC Docket Nos. 96-45,OO-256,98-77.98-166 (June 6,2003) 
(June 2003 Letter). See also Federal-State Joint Board on Unrversal Service Promoting Deployment and 
Subscribership in Unserved and Underserved Areas, Including Tribal and Insular Area, CC Docket No. 96-45, 
Notice ofproposed Rulemaking, 14 FCC Rcd 21 177,21232-35, paras. 135-140 (1999). 

448 
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140. In addition, we are not persuaded that providing more high-cost support to Puerto 
Rico Tel. Co. would effectively address the underlying concern it identifies: low subscribership 
levels in Puerto Rico?' As discussed above, the purpose of non-rural high-cost support is to 
ensure reasonable comparability of rates among ~tates.4~' Puerto Rico Tel. Co. has not shown 
that the low subscribership levels in Puerto Rico are related to local rate levels or that providing 
additional non-rural high-cost support would have any direct impact on subscribership le~els.4~' 
As the Commission stated in the Seventh Report and Order, federal high-cost support is not the 
appropriate federal program for addressing issues of affordability and subscriber~hip.~~~ The 
Consumer and Governmental Affairs Bureau is committed to engaging in outreach to increase 
the awareness in her to  Rico of our existing Lifeline and Link-Up programs. We also note that 
the Commission currently is considering whether to adopt income-based eligibility default 
standards for participation in Lifeline and Link-Up, which could have a significant effect on 
subscribership in Puerto Rico. 

C. SBC and PCIA Petitions 

141. SBC requests that the Commission require reporting of cost and line count data by 
carriers operating in territories of non-rural carriers on an annual rather than a quarterly basis. 
We dismiss the request to reduce the frequency of cost data reporting as moot, and deny the 
request to reduce line count reporting. In the Rural Task Force Order, the Commission amended 
section 36.61 1 of the rules to require non-rural carriers to submit loop cost data on an annual 
basis, rather than on a quarterly basis."' Accordingly, we dismiss SBC's request to require 
reporting of cost data on an annual basis as moot. In the Twentieth Order on Reconsideration, 
the Commission clarified that carriers must report line count data quarterly in order to receive 
support on a regular quarterly basis.454 The Commission determined that non-rural high-cost 
support must be determined based on line reported on a quarterly basis "to ensure portability of 

Puerto Rico Tel Co. Petition at 2-3 

See supra at para. 6 .  

Puerto Rico Tel Co. stated in the June 2003 Letter that its subscribership has dropped slightly ( h m  74.5% to 

449 

450 

451 

7 1.2%) since 200 1 : June 2003 Lener at 5+eralI s t b m k s h  ' ip m Puertofhco, however, inereesed (from 74.2 - 
% to 76Oh) from December, 1999 to November, 2002, apparently due to competition. See Centennial 
Communications C o p  Reply Comments to Referral Order Public Notice In addition, other factors contribute to 
the low penetration rate in Puerto Rico, including the low per capita annual income level in Puerto Rico. Id at 10. 

452 Seventh Report and Or&, 14 FCC Rcd at 8097, para. 39 ("Affordability problems, as they relate to low- 
income consumers, raise many issues that are unrelated to the need for support m high-cost areas, and sectlon 
254(b)(3) reflects a legislative judgment that all Americans, regardless of income, should have access to the 
network at reasonably comparable rates ") 

Rurul Tark Force Order, 16 FCC Rcd at I 1270, para. 59. The Commission found that, because the national 
average loop cost was frozen at $240.00, NECA would no longer need to calculate the national average loop cost 
on a quarterly basis, and, thus, it would be unnecessary for non-rural camers to file loop cost data on a quarterly 
basis. 

453 

Federal-State Joint Board on Universal Service, CC Docket 96-45, Twentieth Order on Reconsideration, 15 454 

FCC Rcd 12070, 12078, para. I8 (2OOO)(Twentieth Order on Reconsideration). 
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support among 
reconsideration that warrant alteration of the requirement of quarterly line count reporting. 

SBC has not provided any new information or arguments on 

142. We also deny the PCIA’s request that the Commission reconsider aspects of its 
decision in the Ninth Reporf und Order affecting the portability of non-rural high-cost support to 
mobile wireless CETCs.4” The issues raised by PCIA are within the scope of the separate 
proceeding to comprehensively reexamine the Commission’s rules governing portability of high- 
cost support, which is currently before the Joint Board.457 We emphasize that our denial of 
PCIA’s petition here does not in any way prejudge what action we ultimately may take in the 
portability proceeding. 

D. Wyoming Commission Petition 

1. Background 

143. In its petition, the Wyoming Commission argues that the Ninth Report and Order 
fails to fulfill the comparability and suficiency objectives of the 1996 Act!” The Wyoming 
Commission explains that Wyoming’s customers pay local rates that are above the national 
average, yet non-rural high-cost support to the state has been reduced due to the changes 
implemented by the Ninth Reporf and 
done its share to promote competition in its state, including eliminating implicit subsidies and 
deaveraging unbundled elements and local prices, and that the Commission must do more to 
support universal service and to promote competition in the state. The Wyoming Commission 
asks that non-rural high-cost support be calculated at the wire center level rather than 
statewide.”60 As an alternative, the Wyoming Commission asks that the Commission provide 
additional federal support where a non-rural carrier’s average forward-looking cost exceeds a 
designated threshold and the state has a universal service fund of a certain 

The Wyoming Commission maintains that it has 

455 Id. 

In particular, PCIA rquezts that the Cxmmission ( I )  allow wveless CETCs to self-certify thatgey will use 
non-rural high-cost support in a manner consistent with section 254(e), (2) clarify the terms “new” and “captured” 
in section 54.307 of the Commission’s rules, 47 C.F.R. 5 54.307, (3) address how to determine a mobile wireless 
customer’s service location, and (4) define the term “working loop” in section 54.307,47.C.F.R. 5 54.307, as a 
working phone number with regard to wireless CETCs. 

‘’’ Referral Order, 17 FCC Rcd 22642; Referal Order Public Notice, 18 FCC Rcd 1941. 

458 Wyoming Commission Petition at 4-5. 

456 

Id at 2-5. 

Id  at 5-9 

459 

460 

46’ Id at 9-12 Specifically, Wyoming recommends that the Commission provide additional federal funding 
when a non-rural carrier’s average forward-looking cost exceeds $30 per month and the surcharge on intrastate 
revenues exceeds 4% for the state universal service fund. See rd at I 1. We note that the Wyoming Petition also 
includes a request for a review of model inputs, specifically a review of loop lengths. I d  at 12-13. We do not 
(continued .. ) 
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2. Discussion 

144. The Commission commends the Wyoming Commission for implementing pro- 
competitive policies by deaveraging rates and eliminating implicit subsidies. We recognize that 
Wyoming is in a unique position as the only state with significant rural territories that has 
implemented such policies. However, we deny the Wyoming Commission's petition for 
reconsideration of the Ninth Report and Order. As we explain above, the distribution of support 
on a statewide basis in the non-rural high-cost support mechanism reflects the appropriate 
division of federal and state responsibility!62 Statewide averaging also is consistent with the 
@est court's view that the Commission is not required by the Act to replace implicit state 
support with explicit federal support or to support the full costs of universal service!63 We 
conclude that the Wyoming Commission has not provided any new information or arguments on 
reconsideration that require us to alter our decision to determine support on a statewide basis, as 
the Joint Board recommended. As part of the rate review and expanded certification process 
described above in Section N.D., each state will have the opportunity to request further federal 
action based upon a demonstration that, despite the state's best efforts, federal non-rural support 
and state action together have not achieved reasonable comparability of rural and urban ratesw 
Wyoming therefore has an avenue to pursue its argument that additional support is warranted. 

145. We also deny the Wyoming Commission's request to award additional support to 
non-rural carriers based on above-average costs and high state universal service contributions at 
this time. In the Further Notice, we propose to make available additional targeted federal 
support for states that adopt explicit universal service mechani~rns.'~~ We anticipate that this 
proposal, if adopted, would help to address the concerns raised by the Wyoming Commission in 
its petition. 

VII. PROCEDURAL MATTERS 

A. Final Regulatory Flexibility Analysis 

146. As required by the Regulatory Flexibility Act of 1980, as amended @FA),& an 
The Initial Regulatory Flexibility Analysis (IRFA) was incorporated in the Remand 

(Continued from previous page) 
address this issue at this time because it concerns the model's inputs adopted by the Commission in the Tenth 
Report and Order, which is not before us in this Order. See Tenth Report and Order, 14 FCC Rcd 20156. 

462 See supra part IV.A 

.- - -~ ~- - 

See Qwesf, 258 F.3d at 12034 

See supra part 1V.D 

See supro part V. 

463 

464 

465 

466 See 5 U.S.C. 6 603. The RFA, see 5 U.S.C. 4 601-612, has been amended by the Small Business Regulatory 
Enforcement Fairness Act of 1996 (SBREFA), Pub L. No 104-121, Title 11, 1 IO Stat 857 (1996). 

46' See RemandNotice, 17 FCC Rcd at 3012-5, paras. 3041. 
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Commission sought written public comment on the proposals in the Remand Notice, including 
comment on the IRFA. This Final Regulatory Flexibility Analysis (FRFA) conforms to the 
RFA.”8 

1. Need for, and Objectives of, the Report and Order 

147. This Order is necessary to respond to the remand by the United States Court of 
Appeals for the Tenth Circuit of the Ninth Report and Order and also to respond to the Joint 
Board’s Recommended Decision. Along with fulfilling the court’s remand requirements, the 
Objectives of this Order are to implement a non-rural high-cost support mechanism that Wfills 
the relevant principles in section 254(b) of the Act. The rules we adopt in this Order reflect the 
Commission’s careful and considered determination to implement the mechanism consistently 
with section 254(b) and with the Joint Board’s recommendations. 

148. In this Order, we take the following actions in response to the Tenth Circuit’s 
remand and the Joint Board’s recommendations to modify the non-rural high-cost support 
mechanism and to induce states to ensure reasonably comparable rural and urban rates in areas 
served by non-rural carriers: 

Consistent with the Joint Board’s recommendations, we reaffirm that comparing 
statewide average costs to a nationwide cost benchmark reflects the appropriate federal 
and state roles in determining federal non-rural high-cost support. We find no evidence 
in the record either for radically altering the current non-rural mechanism or for 
establishing a substantially larger federal subsidy to lower local telephone service rates, 
as some commenters advocate. 

In response to the Tenth Circuit’s remand, we define the relevant statutory terms 
“sufficient” and “reasonably comparable” more precisely for purposes of the non-rural 
mechanism. As recommended by the Joint Board, we define “sufficient” in terms of the 
statutory principle in section 254(b)(3), as enough federal support to enable states to 
achieve reasonable comparability of rural and urban rates in high-cost areas served by 
non-rural carriers. We also agree with the Joint Board that the principle of sufficiency 
means that non3iral suppOrt should be only as large as n e c e s w i 6  achieve the s m t o r y  
goals. We define “reasonably comparable” in terms of a national urban rate benchmark 
recommended by the Joint Board. As part of the rate review process discussed below, the 
rate benchmark will be used in determining whether a state’s local rates in rural, high- 
cost areas served by non-rural carriers are reasonably comparable to urban rates 
nationwide. 

We modify the non-rural mechanism by basing the cost benchmark, which is used to 
determine the amount of non-rural high-cost support, on two standard deviations above 
the national average cost per line. Modifying the cost benchmark ties it more directly to 
the relevant data, consistent with the court’s directive, but does not alter the level of non- 

468 See 5 U.S.C. 5 604 

83 



Federal Communications Commission FCC 03-249 

rural support in a major way. We agree with the Joint Board that the current level of non- 
rural support is supported by data from the GAO Report indicating that rural and urban 
rates generally are reasonably comparable today. 

To induce states to achieve reasonably comparable rates, we adopt with minor changes 
the rate review and expanded certification process recommended by the Joint Board. 
Each state will be required to review its rates in rural, high-cost areas served by non-rural 
carriers annually to assess their comparability to urban rates nationwide, and then to file a 
certification with the Commission stating whether its rural rates are reasonably 
comparable to urban rates nationwide or explaining why they are not. 

For purposes of the rate review process, we adopt the Joint Board‘s recommendation that 
we establish an annually-adjusted nationwide rate benchmark based on the most recent 
urban residential rates in the Reference Book, the Wireline Competition Bureau’s annual 
rate survey. Specifically, we adopt a rate benchmark of two standard deviations above 
the average urban rate, which, based on the most recent Reference Book survey, is $32.28 
or 138 percent of the average urban rate. The rate benchmark will establish a “safe 
harbor,” that is, a presumption that rates in rural, high-cost areas that are below the rate 
benchmark are reasonably comparable to urban rates nationwide. States with rural rates 
below the rate benchmark may certify that their rates are reasonably comparable without 
providing additional information, or rebut the presumption by demonstrating that factors 
other than basic service rates affect the comparability of their rates. 

For purposes of the rate review process, we also establish a basic service rate template for 
states to use in comparing rates in rural, high-cost areas served by non-rural carriers to 
the nationwide urban rate benchmark. In addition, we adopt, with slight modifications, 
the definition of “rural area” already contained in section 54.5 of the Commission’s rules 
for purposes of the rate review process. 

We adopt the Joint Board’s recommendation to permit states to request further federal 
action, if necessary, based on a demonstration that the state’s rates in rural, high-cost 
areas served by non-rura! carriers are not reasonably comparable to-urb3-rates 
nationwide and that the state has taken all reasonable steps to achieve reasonable 
comparability through state action and existing federal support. 

In response to the Tenth Circuit’s remand, we review and explain our comprehensive 
plan for supporting universal service in high-cost areas. 

In the attached Further Notice, we seek comment on issues related to the rate review and 
expanded certification process. In particular, we propose a method for calculating any 
additional targeted federal support that may be provided in response to a state request for 
further federal action, based on forward-looking cost estimates. Under this proposal, any 
such support would be targeted on a wire-center basis, based on a set percentage of per- 
line costs exceeding a threshold above the national average cost for wire centers. 
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We also seek comment in the attached Further Notice on whether we should make 
additional targeted federal support available for high-cost wire centers in states that 
implement explicit universal service mechanisms, without regard to their achievement of 
rate comparability, in order to encourage states to adopt universal service mechanisms 
that will be sustainable in a competitive environment. 

2. Summary of Significant Issues Raised by Public Comments in Response to the 
IRFA 

149. The Commission received no comments specifically addressing the IRFA. 
Nonetheless, the Commission considered the potential impact of the adopted rules on small 
entities and, based on analysis of the relevant data, determined that the compliance burden for 
small entities directly impacted will not be significant. 

150. We note that the Commission did receive some general small entity-related 
comments not specifically addressing the rules and policies presented in the IRFA. Some 
commenters suggested that eligible communications carriers (ETCs) should be treated differently 
than the incumbent non-rural ~arriers.4~~ CUSC stated that the certification process should apply 
only to the incumbent non-rural carriers.47o RICA stated that ETCs and incumbent non-rural 
carriers should receive support through separate  mechanism^.'^' In making the determination 
reflected in the Order, we have considered the impact of our actions on these small entities. We 
have determined that any impact on small entities will be negligible. 

15 1. Other small-entity related comments concerned the rural high-cost support 
mechanism and were not relevant to this Order, which modifies the non-rural high-cost support 
mechanism 0nly.4~~ The federal non-rural high-cost support mechanism, revised and 
implemented by this Order, calculates and distributes federal support to non-rural Caniers 
providing service in high-cost areas. For purposes of the mechanism, “non-rural carriers” are 
those that do not meet the statutory definition of a rural telephone company. ”’ As stated above, 

469 See Competitive Universal Service Coalition (CUSC) Comments; Rural Independent Competitive Alliance 
(RICA) Comments ~~ ~ ~ - 
470 See cusc Comments at 8 

47’ See RICA Comments at 5.  

472 See e.g NRTA and OPASTCO Comments. 

473 Nmfh Reporf and Order, 14 FCC Rcd at 20439, para. 2. Rural telephone carriers are defined as follows: 

The term “rural telephone company” means a local exchange carrier operating entity to the extent that such 
entity -- 

(A) provides common carrier service to any local exchange carrier study area that does not include either- 
(i) any mcorporated place of 10,000 inhabitants or more, or any parl thereof, based on the most 

(ii) any territory, incorporated or unincorporated, included in an urbanized area, as defined by the 
recently available population statistics of the Bureau of the Census; or 

Bureau of the Census as of August 10,1993; 
(B) provides telephone exchange service, including exchange access, to fewer than 50,000 access lines; 

(contmued ..) 
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the rural and non-rural high-cost support mechanisms are ~eparate.4~~ 

3. Description and Estimate of the Number of Small Entities to Which Rules Will 
Apply 

152. The RFA directs agencies to provide a description of, and, where feasible, an 
estimate of the number of small entities that will be directly affected by the rules adopted 
herein.47’ The RFA generally defines the term “small entity” as having the same meaning as the 
terms “small business,” “small organization,” and “small governmental jurisdi~tion.’“~~ In 
addition, the term “small business” has the same meaning as the term “small business concern’’ 
under the Small Business Act, unless the Commission has developed one or more definitions that 
are appropriate to its activities!77 Under the Small Business Act, a “small business concern’’ is 
one that: (1) is independently owned and operated; (2) is not dominant in its field of operation; 
and (3) meets any additional criteria established by the Small Business Administration (SBA)!78 

The Commission has determined that the group of small entities directly affected 153. 
by the rules adopted in this Order are eligible telecommunications carriers (ETCS)‘~~ providing 
service in areas served by non-rural carriers. Within the category of ETCs we find competitive 
local exchange carriers (CLECs), which are all wired telecommunications carriers, and wireless 
carriers. Further descriptions of these entities are provided below. 

154. Wired Telecommunications Carriers. The SBA has developed a small business 
size standard for Wired Telecommunications Carriers, which consists of all such companies 
having 1,500 or fewer employees!” According to Census Bureau data for 1997, there were 

(Continued from previous page) 
(C) provides telephone exchange service to any local exchange carrier study areas with fewer than 

(D) has less than 15% of its access lines in communities of more than 50,000 on February 8,1996. 
100,000 access Imes; or 

47 U.S.C. 6 153(37). See also First Report and Order, 12 FCC Rcd at 8944, pan. 310. 

474 See supra at para. 25. 

47’ 5 U.S C g 604(a)(3). 

5 U.S.C. 5 601(6). 

5 U.S.C. 5 601(3) (incorporating by reference the definition of “small business concern” in 5 U.S.C. 5 632). 
Pursuant to 5 U.S.C. 4 601(3), the statutory definition of a small business applies “unless an agency after 
consultation with the Office of Advocacy of the Small Business Admmistration and after opporhmily for public 
comment, establishes one or more defmitlons of such term which are appropriate to the activities of the agency and 
publishes such definition in the Federal Register.” 

478 

”’ See infro para 157 

480 

476 

477 

15 U S  C. 5 632. 

13 C.F.R 5 121 201, North American Industry Classification System (NA1CS)code 517110 
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2,225 firms in this category, total, that operated for the entire year!” Of this total, 2,201 firms 
had employment of 999 or fewer employees, and an additional 24 firms had employment of 
1,000 or Thus, under this size standard, the great majority of finns can be considered 
small. 

155. Competitive Local Exchange Carriers (CLECs), Competitive Access 
Providers (CAPS) and “Other Local Exchange Carriers.” Neither the Commission nor the 
SBA has developed a size standard for small businesses specifically applicable to providers of 
competitive exchange services or to competitive access providers or to “Other Local Exchange 
Carriers.” The closest applicable size standard under SBA rules is for Wired 
Telecommunications Carriers. Under that size standard, such a business is small if it has 1,500 or 
fewer  employee^.'^' According to Commission data,4u 532 companies reported that they were 
engaged in the provision of either competitive access provider services or competitive local 
exchange carrier services. Of these 532 companies, an estimated 41 1 have 1,500 or fewer 
employees and 121 have more than 1,500  employee^."^ In addition, 55’carriers reported that 
they were “Other Local Exchange Carriers.” Of the 55 “Other Local Exchange Carriers,” an 
estimated 53 have 1,500 or fewer employees and two have more than 1,500 employees.”M 
Consequently, the Commission estimates that most providers of competitive local exchange 
service, competitive access providers, and “Other Local Exchange Carriers” are small entities 
that may be affected by the rules and policies adopted herein. 

156. Cellular and Other Wireless Telecommunications Carriers?” The SBA has 
developed a small size standard for Cellular and Other Wireless Telecommunications Carriers 
which consists of all such companies having 1,500 or fewer employees. According to the 
Commission’s most recent da!a,‘” 1,761 companies reported that they were engaged in the 
provision of wireless service. Of these, 1,761 companies, and estimated 1,175 have 1,500 or 
fewer employees and 586 have more than 1,500 employees!- Consequently, the Commission 

US. Census Bureau, 1997 Economics Census, Subject Series: Information, “Establishment and Firm Size 481 

(Includmg Legal Form of Organmation),” Table 5, NAICS code 5171 IO. 

482 Id The census data do not provide a more precise estimate of the number of firms that have employment of 
1,500 or fewer emp1oyeeS;the &est category provided- “Fums with l@Q employeesor mox” . 

I3 C.F.R. 5 121.201, NAICS code 5171 IO. 483 

484 FCC, Wireline Competition Bureau, Industry Analysis and Technology Division, Trends in Telephone 
Service, Table 5.3 (May 2002). 

“’ Id 

Id 

487 13 C F.R. 5 121.201, NAICS code 517212. 

FCC, Wireline Competition Bureau, Industry Analysis and Technology Division, Trends in Telephone 
Service, Table 5.3 (May 2002) 

*09 Id 
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estimates that most wireless service providers are small entities that may be affected by the rules 
and policies adopted herein. 

157. Eligible Telecommunications Carriers (ETCs) that Provide Service in Areas 
Serviced by Non-Rural Camers. Neither the SBA nor the Commission has developed a 
definition of small entities specifically applicable to ETCs. ETC designation allows a carrier to 
receive universal service support in accordance with section 254 of the Act. An entity is 
designated as an ETC by a state commission or, if there is no state jurisdiction, by the 
Commission upon meeting the requirements of section 214(e) of the Act. Any entity offering 
services supported by federal universal service mechanisms that uses its own facilities or a 
combination of its own facilities and resale of another carrier’s services and advertises such 
charges and rates can seek designation as an ETC!W ETCs are competitive carriers that are not 
dominant in the field. The group of ETCs providing service in areas served by non-rural carriers 
is composed of mostly competitive local exchange carriers (CLECs) and wireless carriers. We 
have indicated above that, pursuant to SBA standards, ETCs are CLECs or wireless carriers. In 
addition, we note that the only ETCs affected by this Order are those that provide service in areas 
served by non-rural carriers. If we had no further information concerning the specific ETCs 
affected by this rulemaking, we would estimate that numerous ETCs, which are either CLECs or 
wireless service providers that provide service in areas served by non-rural carriers, are small 
businesses that may be affected by the rules adopted herein. 

158. At this time, however, the Commission is aware of approximately 30 ETCs 
providing service in areas served by non-rural carriers. We have determined that at least 9 of 
these ETCs are subsidiaries of public companies - not independently owned and operated - and, 
therefore, not small businesses under the Small Business Act.‘” We do not have data specifying 
whether the remaining ETCs, or other ETCs not accounted for, are independently owned and 
operated, and therefore we are unable to estimate with greater precision the number of these 
carriers that would qualify as small business concerns under SBA’s definition. Consequently, 
we estimate that there are 20 or fewer small entities that may be affected directly by the proposed 
rules herein adopted. 

- 
4. Description of Projected Reporting, Recordkeeping, and Other Compliance - 

Requirements 

159. This Order does not impose directly any change in projected reporting, record 
keeping or other compliance requirements on small entities. No changes have been made to the 
reporting or recordkeeping requirements of carriers receiving federal non-rural high-cost support. 

5. Steps Taken To Minimize Significant Economic Impact on Small Entities, and 
Significant Alternatives Considered 

160. The RFA requires an agency to describe any significant alternatives that it has 

4w 47 C.F R. 6 54.201 

‘91 15 U S.C. 6 632. 
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considered in reaching its proposed approach, which may include the following four alternatives 
(among others): "( 1) the establishment of differing compliance or reporting requirements or 
timetables that take into account the resources available to small entities; (2) the clarification, 
consolidation, or simplification of compliance or reporting requirements under the rule for small 
entities; (3) the use of performance, rather than design, standards; and (4) an exemption fiom 
coverage of the rule, or any part thereof, for small en ti tie^.'"^' 

161. In this Order, in response to the Tenth Circuit's remand and the Joint Board's 
Recommended Decision, we modify the high-cost universal service support mechanism for non- 
rural carriers and adopt measures to induce states to ensure reasonable Comparability of rural and 
urban rates in areas served by non-rural carriers. Our actions will affect the amount of support 
distributed to non-rural carriers and ETCs providing service in areas served by non-rural carriers. 
Based on our analysis of the relevant data, the Commission believes that there will be minimal, if 
any, economic impact on small entities in adopting modifications to the federal non-rural high- 
cost support mechanism and rate review and expanded certification process. The modifications 
to the current federal non-rural high-cost support mechanism, as adopted in the Order, should 
maintain or increase the current level of non-rural high-cost support to carriers receiving such 
support. As such, based on the relevant data, we anticipate little, if any, negative economic 
effects on any small businesses directly affected by the modifications to the non-rural high-cost 
mechanism implemented by this Order. 

6. Report to Congress 

162. The Commission will send a copy of the Order, including the FRFA, in a report to 
be sent to Congress pursuant to the Congressional Review 
will send a copy of the Order, including this FRFA, to the Chief Counsel for Advocacy of the 
Small Business Administration. A copy of this Order and FRFA (or summaries thereof) will also 
be published in the Federal Register?w 

In addition, the Commission 

B. Paperwork Reduction Act Analysis 

163. The action contained herein has been analyzed with respect to.the Paperwork 
Reduction Act of 199fand f d t o  impose new or modified reporting and recordkeeping -- 

requirements or burdens on the public. Implementation of these new or modified reported and 
recordkeeping requirements will be subject to approval by the Office of Management and Budget 
(OMB) as prescribed by the Act, and will go into effect upon announcement in the Federal 
Register of OMB approval. 

5 U S.C. 5 603(~)(1)-(4) 492 

See5 US.C 5 80l(a)(I)(A). 493 

494 See 5 U.S.C. 5 60401) 
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C. Initial Regulatory Flexibility Act Analysis 

164. As required by the Regulatory Flexibility Act of 1980, as amended (RFA);” the 
Commission has prepared this Initial Regulatory Flexibility Analysis (IRFA) of the possible 
significant economic impact on small entities of policies and rules proposed in this Further 
Notice of Proposed Rulemaking (Further Notice). Written public comments are requested on 
this IRFA. Comments must be identified as responses to the IRFA and must be filed by the 
deadlines for comments on the Further N0tice.4~~ The Commission will send a copy of this 
Further Notice, including this IRFA, to the Chief Counsel of Advocacy of the Small Business 
Administration (SBA).497 In addition, the Further Notice and IRFA (or summaries thereof) will 
be published in the Federal Register.”’ 

1. Need for and Objectives of the Proposed Rules 

165. Consistent with the Tenth Circuit’s remand of the Ninth Report und Order and the 
recommendations of the Federal-State Joint Board on Universal Service (Joint Board), we 
modify the high-cost universal service support mechanism for non-rural carriers and adopt 
measures to induce states to ensure reasonable comparability of rural and urban rates in areas 
served by non-rural carriers in the 
develop the record on specific issues that relate to the rate review and expanded state 
certification process recommended by the Joint B ~ a r d . ’ ~  The rate review and expanded state 
certification process will fulfill the requirement of the Tenth Circuit remand by inducing state 
action to ensure that rates in rural and high-cost areas served by non-rural carriers are reasonably 
comparable to urban rates nationwide in compliance with section 254(b) of the Act.5’” 

As discussed, the Further Notice is necessary to 

166. First, in this Further Notice, we seek comment on whether we should require 
states to file, in connection with their reasonable comparability certifications, additional data that 
might enhance the Commission’s ability to assess the non-rural mechanism and state actions to 
achieve comparability of urban and rural rates, including business rate data, urban rate data, and 
rate data from states that would not othenvise be required to file data under the rules we adopt 
today. Second, we seek comment on how to treat any state requests for further federal action, 
including procedures for states to submit any such requests; how to review required showings by 
requesting states; andtrow to cakdate any a d d i t i d  targekdfederal support. haddithr, we . 

See 5 U.S.C. 4 603. The RFA, see 5 U.S.C. 8 601-612, has been amended by the Small Business Regulatory 495 

Enforcement Fairness Act of 1996 (SBREFA), Pub. L. No. 104-121, Title 11, 1 IO Stat. 857 (19%). 

See infa para. 175. 

See 5 U.S.C 4 603(a). 

498 See 5 U.S.C 5 603(a) 

See supra para 1. 

See supra part V. 

”‘ See supra pan IV D. 

496 

497 

499 

5w 

90 



Federal Communications Commission FCC 03-249 

propose a method for calculating additional targeted federal support on a wire-center basis using 
forward-looking model cost estimates. Finally, we also seek comment on a proposal to further 
encourage states to advance the Act’s universal service goals by making available additional 
targeted federal support to states that implement explicit universal service mechanisms, without 
regard to their achievement of rate comparability.s02 

2. Legal Basis 

167. The legal basis as proposed for this Further Notice is contained in sections 4(i), 
46), 201-205,218-220,254,403 and 410 ofthe Communications Act of 1934, as amended, 47 
U.S.C. @ 4(i), 4(i), 201-205,218-220,254,403,410. 

3. Description and Estimate of the Number of Small Entities to Which the 
Proposed Rules Will Apply 

168. The RFA directs agencies to provide a description of, and, where feasible, an 
estimate of the number of small entities that may be affected by the rules adopted herein.m3 The 
RFA generally defmes the term “small entity” as having the same meaning as the terms “small 
business,” “small organization,” and “small governmental jurisdiction.”sM In addition, the term 
“small business” has the same meaning as the term “small business concern’’ under the Small 
Business Act, unless the Commission has developed one or more definitions that are appropriate 
to its activities.”’ Under the Small Business Act, a “small business concern’’ is one that: (1) is 
independently owned and operated; (2) is not dominant in its field of operation; and (3) meets 
any additional criteria established by the Small Business Administration (SBA).sM 

169. We have described in detail, supra, in the Final Regulatory Flexibility Analysis, 
the categories of entities that may be directly affected by any rules or proposals adopted in our 
efforts to reform the universal service contribution system.”’ For this Initial Regulatory 
Flexibility Analysis, we hereby incorporate those entity descriptions by reference. 

’02 See supru part V.D. 

’03 5 U.S.C. 5 604(a)(3) 

’04 5 U S C  @601(6). 

’05 5 U.S.C. 5 601(3) (incorporatmg by reference the definition of “small business concern” in 5 U.S.C. 4 632). 
Pursuant to 5 U.S.C. 5 601(3), the statutory defmition of a small business applies “unless an agency after 
consultation with the Office of Advocacy of the Small Business Administration and after opportunity for public 
comment, establishes one or more defmitlons of such term which are appropriate to the activities of the agency and 
publishes such definition in the Federal Register.” 

”06 15 U.S C 5 632 

See supra paras 152-158 507 
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4. Description of Projected Reporting, Recordkeeping, and Other Compliance 
Requirements 

170. Should the Commission decide that modifications must be made to the rate review 
and expanded certification process implemented above, the associated rule changes will only 
modify the reporting requirements of the state commissions. Based on our review of the process, 
such state reporting requirements have no direct effect on the federal reporting and 
recordkeeping requirements of telecommunications service providers regulated under the 
Communications Act, including any small business entities directly affected by the Order. No 
questions posed in the Further Notice consider any changes to the rules that would directly 
impose additional reporting, recordkeeping, and other compliance requirements on small 
business entities. 

5. Steps Taken to Minimize Significant Economic Impact on Small Entities, and 
Significant Alternatives Considered 

The RFA requires an agency to describe any significant alternatives that it has 171. 
considered in reaching its proposed approach, which may include the following four alternatives 
(among others): (1) the establishment of differing compliance or reporting requirements or 
timetables that take into account the resources available to small entities; (2) the clarification, 
consolidation, or simplification of compliance or reporting requirements under the rule for small 
entities; (3) the use of performance, rather than design, standards; and (4) an exemption from 
coverage of the rule, or any part thereof, for small entities.508 

172. The Commission does not foresee that any modifications to the rate review and 
expanded certification process resulting from this Further Notice will have a direct impact on any 
small business entities. Furthermore, based on the current data, we do not believe that the result 
in any area of the proposals under consideration will have a differential impact on small entities. 
In this Further Notice, however, the commenters may present the Commission with various 
proposals that may have varying impacts on small businesses. We seek comment on whether 
any proposals, if implemented, may result in an unfair burden. If there is such an unfair burden, 
we seek comment on how best to mitigate or eliminate it, as appropriate. 

- 

6. Federal Rules that May Duplicate, Overlap, or Conflict with the Proposed Rules 

173. None 

D. Initial Paperwork Reduction Act of 1995 Analysis 

174. The Further Notice contains either a proposed or modified information collection 
from state commissions. As part of a continuing effort to reduce paperwork burdens, we invite 
the general public and the Office of Management and Budget (OMB) to take this opportunity to 
comment on the information collections contained in this Further Notice, as required by the 
Paperwork Reduction Act of 1995, Public Law 104-13. Public and agency comments are due at 

5 U.S.C 5 603(c). 
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the same time as other comments on the Further Notice; OMB comments are due 60 days from 
the date of publication of the Further Notice in the Federal Register. Comments should address: 
(a) whether the proposed collection of information is necessary for the proper performance of the 
functions of the Commission, including whether the information shall have practical utility; (b) 
the accuracy of the Commission’s burden estimates; (c) ways to enhance the quality, utility, and 
clarity of the information collected; and (d) ways to minimize the. burden of the collection of 
information on the respondents, including the use of automated collection techniques or other 
forms of information technology. 

E. Comment Filing Procedures 

175. We invite comment on the issues and questions set forth in the Further Notice and 
Initial Regulatory Flexibility Analysis contained herein. Pursuant to applicable procedures set 
forth in sections 1.415 and 1.419 of the Commission’s rules,s0g interested parties may file 
comments on or before 30 days after Federal Register publication of this Further Notice, and 
reply comments on or before 60 days after Federal Register publication of this Further Notice. 
All filings should refer to CC Docket No. 96-45. Comments may be filed using the 
Commission’s Electronic Comment Filing System (ECFS) or by filing paper c ~ p i e s . ” ~  

176. Comments filed through the ECFS can be sent as an electronic file via the Internet 
to <http://www.fcc.gov/e-file/ecfs.html>. Generally, only one copy of an electronic submission 
must be filed. If multiple docket or rulemaking numbers appear in the caption of this 
proceeding, however, commenters must transmit one electronic copy of the comments to each 
docket or rulemaking number referenced in the caption. In completing the transmittal screen, 
commenters should include their full name, U.S. Postal Service mailing address, and the 
applicable docket or rulemaking number. Parties may also submit an electronic comment by 
Internet e-mail. To get filing instructions for e-mail comments, commenters should send an e- 
mail to ecfs@fcc.gov, and should include the following words in the body of the message, “get 
form <your e-mail address>.” A sample form and directions will be sent in reply. 

177. Parties who choose to file by paper must file an original and four copies of each 
filing. If more than one docket or rulemaking number appears in the caption of this proceeding, 
commenters must subiiih two 3&iitional m@esfor eactractditbddocket or mkmakiqnumber. 
Filings can be sent by hand or messenger delivery, by commercial overnight courier, or by fmt- 
class or overnight U S .  Postal Service mail (although we continue to experience delays in 
receiving U.S. Postal Service mail). The Commission’s contractor, Natek, Inc., will receive 
hand-delivered or messenger-delivered paper filings for the Commission’s Secretary at 236 
Massachusetts Avenue, N.E., Suite 110, Washington, D.C. 20002. The filing hours at this 
location are 8:OO a.m. to 7:OO pm. All hand deliveries must be held together with rubber bands 
or fasteners. Any envelopes must be disposed of before entering the building. Commercial 
Overnight mail (other than US. Postal Service Express Mail and Priority Mail) must be sent to 

’09 47 C.F.R 55 1415,1419 

’” See Electronic Filing ofDocurnents in Rulemaking Proceedings, 63 Fed. Reg. 24,121 (1998). 
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9300 East Hampton Drive, Capitol Heights, MD 20743. U.S. Postal Service first-class mail, 
Express Mail, and Priority Mail should be addressed to 445 12th Street, SW, Washington, D.C. 
20554. All filings must be addressed to the Commission’s Secretary, Marlene H. Dortch, Office 
of the Secretary, Federal Communications Commission. 

178. Parties also must send three paper copies of their filing to Sheryl Todd, 
Telecommunications Access Policy Division, Wireline Competition Bureau, Federal 
Communications Commission, 445 12th Street S.W., Room 5-B540, Washington, D.C. 20554. 
In addition, commenters must send diskette copies to the Commission’s copy contractor, Qualex 
International, Portals 11,445 12th Street, S.W., Room CY-B402, Washington, D.C. 20054. 

V I E  ORDERING CLAUSES 

179. Accordingly, IT IS ORDERED that, pursuant to the authority contained in 
sections 1,4(i), 40), 201-205,214,218-220,254,403 and 405 of the Communications Act of 
1934, as amended, 47 U.S.C. @15l, 154(i), 154(j), 201-205,214,218-220,254,403 and 405, 
this ORDER ON REMAND is hereby ADOPTED. 

180. IT IS FURTHER ORDERED that Part 54 of the Commission’s rules, 47 C.F.R. 
Part 54, IS AMENDED as set forth in Appendix A attached hereto, effective thirty (30) days 
after their publication in the Federal Register. The collections of information contained within 
are contingent upon approval by the Office of Management and Budget. 

181. IT IS FURTHER ORDERED that, pursuant to the authority contained in sections 
1,4(i), 40), 201-205,214,218-220,254, and 403 of the Communications Act of 1934, as 
amended, 47 U.S.C. §§15l, 154(i), 1540), 201-205,214,218-220,254 and 403, this Further 
Notice of Proposed Rulemaking IS ADOPTED. 

182. IT IS FURTHER ORDERED that, pursuant to section 1.1060) of the 
Commission’s rules, 47 C.F.R. §1.106(i), the Petitions for Reconsideration of the Ninth Report 
and Order and Eighteenth Order on Reconsideration filed by AT&T Corp., Personal 
Communications Industry Association, Puerto Rico Telephone Company, and the Wyoming 
Public Service €eRwtissieR OffJrtnttarY 3&@Oitre DEPJIED,and the P&n fer - 
Reconsideration of the Ninth Report and Order and Eighteenth Order on Reconsideration filed 
by SBC Communications Inc. on January 3,2000 is DENIED in part and DISMISSED AS 
MOOT in part. 

183. IT IS FURTHER ORDERED that, pursuant to section 4(i) of the Communications 
Act of 1934, as amended, 47 U.S.C. §154(i), and section 1.3 of the Commission’s rules, 47 
C.F.R. 51.3, the Petition for Waiver of Section 36.631 ofthe Commission’s Rules Governing the 
Universal Service Fund, filed by the Vermont Department of Public Service and the Vermont 
Public Service Board, September 21,1993, AAD 93-103, is DISMISSED AS MOOT. 
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184. IT IS FURTHER ORDERED that the Commission’s Consumer and 
Governmental Affairs Bureau, Reference Information Center, SHALL SEND a copy of this 
Order on Remand, Further Notice of Proposed Rulemaking, and Memorandum Opinion and 
Order, including the Final Regulatory Flexibility Analysis and Initial Regulatory Flexibility 
Analysis, to the Chief Counsel for Advocacy of the Small Business Administration. 

FEDERAL COMMUNICATIONS COMMISSION 

J&-$.yL 
Marlene H. Dortch 
Secretary 
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